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Where Are the Bugs in the G.I. Bill? 


The G. I. Act is evidence that a grateful 
nation wants to do the right thing by the 
veterans but it may not be a perfect law 


OW that the G. I. lending pro- 
gram is underway and loans are 
being made, the matter of most 
immediate concern to mortgage men is 
how can the system be expanded so that 
can and, 


more institutions 


further, how can the Act itself be im- 


participate 


proved—if it can. 


Experience so far has been too limited 


for any concrete conclusions one way 
or the other, either of a general nature 
or on specific parts of the law. Every- 
one agrees that the spirit and motives 
which prompted this legislation are com- 
mendable in the highest degree; yet not 
that 


wrote into the law to accomplish Its 


everyone agrees what congress 
objectives deserves any such praise. 
That the Act was loosely drawn, un- 
necessarily complex and difficult to in- 
terpret was commonly agreed before 
the regulations were issued. ‘These con- 
ditions were largely responsible for the 
long delay in issuing the regulations. 
Congress no doubt did. the best it could 
with a very complicated problem work- 
ing under the stress of wartime condi- 
with the hot breath of the 
public and organized veterans’ groups on 


tions and 
its neck. And there was a time element 
involved with a national election only 
a few months away. 

Whether you like all the provisions 
of the Act or not, it might be well to 
recall that they are far more workable 
than those which it was originally pro- 
posed to incorporate in the law. As 


originally conceived, the Act would 
have provided for loans up to 95 per 
cent of value for 40 years at an interest 
rate of around 1.8 per cent with 80 per 
cent of the money furnished by the fed- 
return to the 


cent by the 


eral without 
government and 20) 
states at not more than 5 per cent. This 


treasury 
per 
plan—in case you have forgotten—was 
sponsored by many of the so-called con- 
servative leaders in congress and the 
American Legion as well. It has been 
observed (and probably with some justi- 
fication) that in 


mortgage loan business would have been 


a decade most of the 


in the hands of the federal government 

if the original ideas had prevailed. 
What do MBA members think about 

the Act and the regulations? J. Robert 


Miller, MBA’s 


search, has polled our group to find out; 


new director of re- 
and in a special article in this issue tells 
you what seems to be the general opin- 
ion. (See page 7.) 

How do other lenders feel about the 





ALL THE G.I. FORMS 

The MBA national office has 
all the G.l. 
date including the regulations cov- 


literature issued to 
ering the home, farm and business 
sections of the Act as well as the 
forms to be used in lending on 
We will be glad to send 
supply on 


homes. 


members a request. 





There is no charge. 








G. I. loan outlook as it stacks up at the 
close of 1944? Everybody approves the 
Act’s 


“bugs” in it? 


purpose; now where are the 


First, veterans and their organizations 
have been loud in their criticism that 
deficiency judgments on a G. I. loan 
may be held against insurance and dis- 
ability ‘payments. Last month we told 
you that Congressman Patman had in- 
troduced legislation to nullify this, Since 
then Gen. Hines has attempted to clear 
“with- 
holding of service-connected disability 


one angle. His position is that in 


pensions as an offset to loss caused by 
default on a guaranteed loan, the law 
does require offset or recovery from 
pension or other payments if the loss 
is due to fraud on the 


veteran, 


part of the 


“Tf, however, the veteran is without 
fault, deductions are not required if 
they would defeat the purpose of such 
payments or would be against equity in 
good conscience. Even in cases of fraud 
there will be no withholding of pension 
if recovery may be made in any other 
way. 


«cr 


hus it will be clear that no veteran 
need fear hardship through deductions 
from his pension if he undertakes a loan 
obligation in good faith and any default 
thereon is not caused by fraud or similar 
fault on his part.” 


Second, the OPA regulation demand- 
ing a 20 per cent down payment on 
rented housing being purchased. OPA 
has just handed down its ruling in this 
matter and its provision will be waived 
in the case of veterans. 











Third, what about minors securing 
advantages under the Act? The war has 
(if anyone had to be 
a man doesn’t have to be 
a man. State 


shown 
shown) that 
21 years old before he’s 


clearly 


laws are involved in this question as 
they are in many others. Cases resulting 
from this unknown already 
popping up. 

Refusal of the VA to grant a $2,000 
loan to one of Louisville’s youngest vet- 
19 years old, because Kentucky 
voids loans to minors, has evoked 
that the State 
changed to give relief for thousands of 


factor are 


erans, 
law 
suggestions law be 


ex-soldiers who may be 


iffected simi- 
larly. 
An official said: “Banks and other 


lending agencies do not have adequate 
legal protection for loans made to minot 
veterans under the Bill, because the law 
does not offer any protection other than 
for one-half of loans.” 

Fourth, how are insurance companies 
going t parti tpate in the pr gram and 
still comply with state lau s? Mr. Miller 
is conducting a special study on this and 
touches on the matter in his article in 
this issue. 

Fi fth, where ap- 
praisals exceed reasonable normal 
pay the 
Charles 
M. Potter, chief, Home Loan Guaranty 
Subdivision, speaking early this month 
members of the Chicago MBA 
It can’t 
wonder- 


what about cases 
i alue 
willing t 
fu nds ? 


and the veterans are 


f their own 


excess out 


be f ore 
was emphatic in saying “no’’. 
be done, he said. But many art 


won't be able to oct 


ing if someone 
around this in some way. 

Sixth, specify the servicing agency te 
the loans. This has been the most 


brocess 


] 
common complaint from mortgage men 
all along and there’s nothing new to re- 
t now but Mr. Potter told the 


“wait 


port on 
Chicago 
see’. That some change may be coming 


mortgage men to and 
would seem justified. 
Other suggestions have been: 

Seventh, make some loan provision 
for the borrower who is not yet ready 
fo puy a home, far m, or business. 

Eighth, make certain that the loan 
benefits will be available in like measure 
to veterans released now and later, es- 
pecially to prevent the volume of bor- 
rowing power from causing speculative 
fluctuations of price levels, to the dis- 


advantage of veterans released last. 


Ninth, boost the interest rate from 4 
to 5 per cent, apportioning \2 per cent 
to the lending agency as a service charge 
and ‘2 per cent to a reserve pool insur- 
ing the loans. 

It wouldn’t appear that there is much 
chance for this last suggestion, even 
though it seems logical and in the best 
interest of veterans themse! ves. 

Turning to other aspects of the pro- 
gram, New Jersey members 
know, the first State to pass legislation 
similar to the G. I. law. Nearly $200, 
QOO has 


business and professional purposes by 


was, as 


been loaned to veterans for 
lending agencies, mostly banks, under 
$5,000,000 appropriation guaranteeing 
90 per cent of each loan up to $3,000. 
Bankers say that loan applications are 
dribbling in at the present. 

Some veterans have an idea the loan 
offer is in the a “bonus’’, 
something to which they are entitled. 


nature of 


“We soon tell them,” said one New- 
ark “that the 
ness proposition, wherein the 


loan is a_ busi- 


money 


banker, 


must be repaid within three years—and 
that not every veteran who applies for 
such a loan can qualify. We try to help 
the veterans in every possible way by 


making suggestions as to their future 
activity in civilian life.” 
Now what about the loans which 


have already been made? The first was 
by a savings and loan in Washington 
and the appraisal of the independent ap- 
praiser selected by the VA equaled the 
sales price of the house. A few days 
later, application was received under 
Section 505 of the Act and the sales 
price of the house was $12,000. The 
FHA appraisal was $9,600 on this home 
and would have necessitated the expen- 





LT. N. C. DRAPER 


Lt. Norman Claflin Draper, 
24, the third of Earle S$. Draper’s 
four sons in the service, has been 
killed in action. Lt. Draper was 
in the Navy 
second trip to the South Pacific. 
He was a junior at Georgia Tech 


and was lost on his 


where he was specializing in aero- 
nautical engineering. He enlisted 
Pearl Harbor. To Earle 
Draper goes our deep sympathy in 


be fore 


his great loss. 
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diture of approximately $2,400 by the 
veteran in addition to the FHA insured 
loan and the $2,000 loan guaranteed by 
the VA. 

According to our associate general 
counsel, it would seem that if this con- 
dition would obtain, practically all loans 
will be steered through building and 
loan associations and Section 501, and 
that 505 will be inoperative. “The defi- 
nition of reasonable normal value for 
the purposes and intent of the Act will 
be interpreted by the various appraisers 
in many different ways, but I am sure 
that FHA will take a very conservative 
view and will, in most cases, never reach 
the market price at it now exists,” he 
said. 

The first loan in the New York area 
was made by a savings and loan asso- 
ciation and was a 100 per cent loan 
without insurance by FHA, but with the 
promise that the borrower would soon 
pay his equity money to cover 20) per 
cent of the loan in the form of a cash 
prepayment. This arrangement was 
made because the borrower did not have 
his equity cash available at the time of 
the loan. 

Federal savings and loan associations 
are enabled to make 100 per cent loans 
under Section 501 of Title III which 
does not require FHA insurance, but in 
order to do so, have to obtain approval 
by resolution to be adopted by their 
shareholders or by amendment to their 
charters to lend more than 80 per cent 
of appraised values. It is understood that 
the latter course is used in most cases to 
apply only to loans under the G. I. Bill. 

On other than G. I. loans the limit 
for the savings and loan associations 1s 
80 per cent of course. 

In issuing the business loan regula- 
tions (which MBA members have re- 
ceived from the national office), Gen. 
Hines again emphasized that the VA 
isn’t going to loan just to get loans out. 

No loan will be guaranteed unless 
the projected business has “fa reasonable 
likelihood of success,” he said. 

He said the RFC and the Smaller 
War Plants Corp. will aid the VA in 
processing loan guarantees. 

Hines said the guaranty of loans was 
“probably one of the most hazardous 
provisions” of the law because 52 per 
cent of persons who go into business for 
themselves fail within two years. 
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Change G.I. Act to Avoid Necessity of the 
Veteran Refinancing, Is Member’s Idea 


ARLE Vincent Johnson of Chi- 

cago, who heads a special Chicago 

MBA G.I. loan committee, has 
made several suggestions for changes 
in the G. I. Act which deserve careful 
study. 

First, that the Act be amended to 
make it possible for a G. I. second mort- 
age loan to be made under Section 505 
subject to an existing FHA loan without 
requiring that a FHA loan be 
made, as is now required. The amend- 
ment would provide that the VA insure 
a second mortgage loan for an eligible 


as 


new 


veteran on an eligible property only if 
the remainder of the term of the FHA 
loan is equal to, or longer than, the de- 
sired term of the second mortgage to be 
insured by the VA. 

Several members 
cases where a veteran wanted to buy a 
home and the property was subject to 
an existing Title VI loan which still 
had 21, 22 or 23 years to run. It raises 
the question: “Why put the veteran to 
the expense of refinancing?” This has 
raised the question if there wouldn’t 
be many the future 
veteran might wish to buy a home sub- 
ject to a Title IT or Title VI loan 
where the unexpired term was less than 
20 years. So long as the veteran were 
willing to take a second mortgage loan 
to be insured by the VA for a term 
which would be less than the unexpired 
term of the existing primary FHA loan, 


have encountered 


cases in where a 


why should he be required to refinance? 

Second, that the law be amended. to 
make it possible for FHA to make 100 
per cent loans under Section 505 with 
the top 20 per cent insured by the VA. 
This could be accomplished by having 
two notes, both secured by one mort- 
gage. One would be the regular FHA 
mortgage note and the other a note evi- 
dencing that portion of the loan insured 
by the VA. If necessary, the mortgage 
could provide that the latter would be 
subordinated to the former. 

Some believe that FHA 
willing to insure loans for eligible vet- 
erans under Section 505 at % of 1 per 
cent instead of % of 1 per cent, and 
that it would be satisfactory if FHA 
fixed a maximum interest rate of 4 per 


should be 
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cent on this class of loans only. Their 
feeling is that, if the over-all rate of 
414 per cent under Section 505 were 
made, this would give national banks 
and others a better opportunity to com- 
pete with loans under Section 501; and 
further, that, if the FHA insurance 
rate were reduced from ™ per cent to 
4 per cent and interest rate were re- 
duced to 4 per cent many savings and 
loan associations and others who now 
contemplate operating under Section 
501 would be inclined to shift thei 
operations to 505 and recommend 505 
to the veteran rather than 501. Under 
505, they would have both loans 100 
per cent insured. This might have the 
effect of channeling a large additional 
volume through FHA; and for this rea- 
son, FHA should be willing to reduce 


the premium rate. In addition, there is 
less risk of foreclosure expenses in 
the case where the FHA loan is 
followed by a VA insured second be- 
cause, in case of default—at least in a 
substantial number of cases—the Veter- 
ans’ Administration will probably be 
required to pay the foreclosure expense. 
While this does not seem to be any di- 
rect logical reason for FHA reducing 
its rate, nevertheless, the mortgagee 
probably will not be required to tender 
as many of these properties to the FHA 
for debentures, and this is where in- 
directly the FHA should benefit. Fur- 
thermore, FHA at the start of its 90 
per cent loan program fixed an insur- 
ance rate of 4% of | per cent in order 
to stimulate building. It seems to some 
of us, Johnson said, that the G.I. pro- 
gram might be deserving of similar 
consideration, 

It is also argued that, if this were 


(Continued page 6, column 2) 





A Thought for 


The New Year is likely to be 
one of the most important in our 
national existence. Every Ameri- 
can, I think ought to approach the 
tasks and responsibilities which 
1945 will demand with renewed 
vigor and determination to shoul- 
der his fair share of the burdens of 
bringing the war to a successful 
conclusion. 

My own thoughts in approach- 
ing the New Year have been well 
expressed by Dr. Nicholas Mur- 
ray Butler who has stated in sim- 
ple terms a basic philosophy which 
might well be a guide for all of 
us during these trying times. Dr. 
Butler said that ““There can be no 
cure for the world’s ills, and no 
abatement of the world’s discon- 
tentments until faith and the rule 
of everlasting principle are again 
restored and made supreme in the 
life of men and nations. These 
millions of man-made gods, these 
myriads of personal idols, must be 
broken up and destroyed, and the 
heart of man brought back to a 
comprehension of the real mean- 
ing of faith and its place in life.” 

In these words is a lesson for us 





the New Year 


who devote our time and energy 
to mortgage banking. The begin- 
ning of 1945 is an appropriate 
time for us to take stock of our 
field to determine methods 
might use in furthering a more 
cooperative spirit among ourselves 
and eliminate those conditions 
which seem at times to divide us. 
All of us will prosper and vin- 
dicate our rightful place in the 


— 


we 


national scheme only in relation 
to the extent we work to- 
gether. There may be more false 
idols in our field that we realize. 
together closely 


can 


By working 
under these wartime 
we can continue the constructive 
program of the Association. I wish 
to extend to every member of the 
Mortgage Bankers Association of 
America the Season’s Greetings 
and express my deep appreciation 
for the fine cooperation that is be- 
ing given me by the entire mem- 


bership. 


conditions, 


Respectfully yours, 


) fe Be eS 


President. 
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The FHA Plan of Financing Will Probably 


Have to Be Sold Over Again in Postwar 


By E. H. GROOTEMAAT 
for the Milwaukee MBA 


new era in home construction lies 
ahead and it will, I am confident, 
the 
in demand, even though building and 


find insured mortgage again 
loan financing has recently eclipsed in- 
sured financing. It seems inconceivable 
that that 


stampeded into careless financing be- 


to me institutions are being 


cause of improper supervision should 
not soon lose popular confidence. 

We all recognize the great influence 
on home ownership and construction by 
the FHA system, and most of us look 
forward to its permanent use. 

While some of our competitive prob- 
insured loans are the 


lems in acquiring 


same as those involved in conventional 
loans, the FHA administration and pro- 
cedure presents problems, responsibilities 
and opportunities not present in conven- 
tional lending. Problems of interest rate 
competition, payment of finder’s fees, 
ind unfair advertising probably will not 
be so easily controlled in this field. 

Some reasonable profit has been left 
i H \ field. Loc il accords will be 


unless all broke rs or 


in the 
ineffective 
are under some influence of the Chap- 


finders 


ter and some measure of control. Large 
institutional investors have been ruthless 
in their acqusition of FHA portfolios 

will be 


surate with the value of the service will 


and again. Fees not commen- 
be paid for finding business. High pre- 


miums will be paid in the secondary 
market; 


mand. for Title II mortgages, there will 


and because of the great de- 


be a te ndency to increase finder’s fees. 


With rising premiums, lower interest 
rates will certainly accrue to the bor- 
rower, and lower yields to the investor 


will probably result in unsound cutting 
of service fees. Chapters must vigor- 


ously contest any tendency to reduce 
income in originating FHA mortgages 
to a point where it is unprofitable. 


Higher operating costs have settled the 
of profitable of 1 
per cent servicing is. A good many FHA 


question how 





— 


The articles by Mr. Grootemaat, 
Ur. Bettes and Mr. Taylor are the 
last in a series of nine concerned 
with problems of local mortgage 
associations today and how they 
and the National Association can 
work in closer harmony. The first 
appeared in the December 
Local Chapter News. 


SIX 











their cost 
of acquisition in an effort to establish 


volume. The fallacy 


originators have overlooked 
a large servicing 
of that procedure will become increas- 


ingly apparent as the costs of servicing 


rise. 

Commercial bankers entering the 
conventional mortgage business in some 
places have taken the profit out of 


the mortgage business. Will they do the 
field? That is a 
prime postwar planning problem for 


FHA. The war 


same in the insured 


those interested in ar- 





WILLIAM A. BURNETT 
NEW HEAD IN SEATTLE 











William A. Burnett, treasurer and 
manager of the mortgage department, 
Continental, Inc., has been elected pres- 
ident of the Seattle MBA. 

A. R. Jarvis, assistant secretary Bur- 
well & Morford, was elected vice presi- 
and Duane Miner, treasurer, 
Union Federal Savings & Loan Associa- 
tion, Was elected secretary-treasurer. 

Burnett succeeds Clarence A. Berg, 
Peoples National Bank of Washington. 
of the 


dent, 


Berg now becomes a _ trustee 
Seattle Chapter. 

Other trustees elected were Wendell 
C. Phillips, assistant vice president, Seat- 
tle-First National Bank; Robert Nelson, 
Washington Mutual Savings Bank, and 
John Anderson, Seattle Trust & Savings 


Bank. 
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rested the depression, but it didn’t cure 
it. Real recovery lies in a general public 
that have recover- 
will 
when business is profitably conducted 


consciousness we 


ed, and we have recovered only 
and provides good jobs with good pay. 
That is what our boys are fighting for, 
and that is what they expect to come 
back to. It is our business to provide it 


for them. 


We 


sense to get together and determine some 


certainly should have enough 


minimums in our business; and if that 
is an agreement in restraint of trade, it 
is time we change the conceptions of 
those who want to do something about 
it. I am sure that most institutional in- 
vestors now realize that in their stam- 
pede to acquire mortgage portfolios, 
foolish practices were resorted to which 
were unfair to the mortgage field. 


It is apparent that FHA regulations 
need some revision, certain initations 
are making enemies for FHA. They can 
be avoided. Re-inspections for a fee are 
a source of constant vexation when new- 
ly-instituted requirements are enforced 
without adequate previous warnings or 
notifications. Local building codes will 
need modernization to say the least, and 
conformity of those codes with FHA 
minimum standards would eliminate a 
great source of difficulty between FHA 
inspectors and builders. Building in- 
spection departments ought to be aroused 
made to be of the 
spection records in the FHA offices. It 
is our business to get better public sup- 
of building 
long as we are paying for it. The fact 
that FHA had to have 
system to insure adherence to the mini- 
mum construction standards to me is 
a serious indictment of our building in- 
spection system. A accord be- 
tween public land planning and FHA 
principles should be arrived at. The 
MBA local chapter should be strongly 
helpful in this connection. Builders 
should be sold on the FHA procedures. 
This is a selling job that falls into the 
lap of each chapter. We must again sell 
the public on the FHA plan of finan- 
cing. 


and ashamed in- 


ervision construction as 


an inspection 


closer 


lanuary. 1945 





Both MBA and Local Chapters Have a Big 
Responsibility in Washington Affairs 


By T. J. BETTES 
for the Texas MBA 


HE National not only should fur- 

nish members with full informa- 

tion as to what generally is going 
on, but see that NHA and FHA re- 
ceive complete information as to the 
problems of the individual mortgage 
banker. We must give adequate infor- 
mation to the various governmental 
agencies so they understand our prob- 
lems and render rulings and regulations 
best mortgage 


in the interests of the 
bankers. 

I believe this contact should be made 
by a capable salaried executive who 
knows the mortgage business thorough- 
ly, including FHA procedure. We now 
have many problems which should be 
clarified 
tificate, rent deposits, occupancy quali- 
fications, and right now we should study 


such as the refinancing cer- 


particularly G.I. loan problems. 
When there are no pressing duties in 
Washington, this representative should 
have the responsibility of calling upon 
MBA members and learn from them 
first-hand what their operating problems 
are, and give constructive suggestions 
where appropriate. This would put the 
representative in a position where he 
would be helpful to both NHA and 
FHA in dealing with the problems of 
mortgage bankers. 
Our 


acceptable business on our books as we 


ambition is to put as much 


can at the lowest cost and to carry out 
the servicing system in the most efficient 
manner. The only way we can accom- 
plish this is: first, by learning the hard 
way by trying out many plans individu- 
ally; and, second, by putting in systems 
that have tried successfully by 
other mortgage bankers. The National 


been 


Association can go a long way by giv- 
ing all of us the advantage of the suc- 
cessful systems used by various mem- 
Sometimes I feel that if we all 
had the same servicing setup, it would 
not only help the individual member 
to the 
companies for which we are servicing 
This might be brought about 


bers. 


but would be more satisfactory 


loans. 
by the National appointing a committee 
to discuss the matter with the life un- 


derwriters. 


One of the greatest assets of any 
member is to know other mortgage 
bankers. This is just as important as 


it is for him to know his investors. This 
is another reason why we should have 
a National representative call on mem- 
bers periodically because it will. create 
local: and national interest between us 
and increase our eligible membership. 

In order to carry out these sugges- 
tions, it seems to me that it will be 
necessary that the income of the Na- 
additional dues 


tional be increased by 


and securing more members. 


Future of FHA, NHA, Public Housing and G.I. 


Program Are of Primary Chapter Concern 


By ROY F. TAYLOR 
for the Seattle MBA 


UT of all the confusion prevalent 
today in our field, there are cer- 
tain matters, the development of 


which I believe should now concern 
every MBA member and every local 
chapter. I have narrowed these de- 


velopments to four items: 

First, the FHA: Is it to be continued! 
Do we want it continued? I think the 
answer to the last question is universally 
“Yes.” Do we want it tied to the Na- 


The Mortgage Banker 


tional Housing Agency? I think not. 
We want FHA continued as a separate 
and independent agency as it was before 
the war. As a government agency it 
has been very successful, ably man- 
aged, and well regulated. But forces 
are at work that would permanently 
involve FHA with NHA, or the Fed- 
eral Public Housing Authority, and that 
its pre-war effectiveness and operation 
may be entirely changed. Local chap- 
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ters, working harmoniously with and 
following the program of MBA, can 
do a great deal to help keep FHA alive 
and functioning as it did before the 
war. 

Second, new FHA policies: | am 
assuming that FHA will be continued. 
How about FHA interest rates? Do we 
want them lowered? Do we want or 
need 40 or 45 year loans? Do we want 
or need 95 per cent loans? There are 
several selfishly in- 
terested, who are now at work urging 
that FHA interest rates be reduced to 
3% per cent or 4 per cent, that 95 per 
cent loans be made for 40 or 45 years. 
Reduced interest rates, higher percent- 
age loans for terms of 40 to 45 years 
will, in my opinion, dry up the market 
for FHA’s and will eventually put the 
government directly in the mortgage 


pressure groups, 


business. 
Third, public housing: 
or want any more of it? I don’t think 


Do we need 


so. Private builders and private capital 
can and will do the job. But the public 
housers are organized and are working 
on it. Will temporary public housing 
be torn down after the war! Not unless 
strong, well directed organizations in 
each local community go to work right 
now. You must learn the plans of the 
public housers in your community. You 
must explore those plans and you must 
be able and ready to combat their argu- 
ments. Do you know that local asso- 
ciations of public housing officials are 
now being formed in some communi- 
ties? They are, and for the purpose 
of perpetuating their jobs, to fortify 
themselves, and for the advancenient 
of public housing ideas. Local chapters 

must go to work on this problem. 
Fourth, the G.I. Bill: This Bill will 
produce a very great volume of mort- 
gage business. It is important that local 
chapters and individual members quick- 
ly analyze and understand these regula- 
tions now that they are available—not 
only for your own good but for the good 
We must be 


ready and willing to advise and direct 


of our returned veterans. 


these service men and women. We will 
Ap- 


praisals of property, sales prices, size of 


be in a position to protect them. 


loans, location of homes—all of the 
fundamentals of good real estate and 
mortgage practice will be involved. 


nn 
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and Events 





MBA calendar: President L. E. 
Mahan has accepted an invitation to ad- 
dress members of the Kansas City 
MBA and Real Estate Board of Kansas 
City February 9 . . . his subject: “Let’s 
Talk Business” Preliminary es- 
timates of the Federal Public Housing 
Authority indicate the need—the agency 
says— for more than one billion dollars 
»f public housing in the first three years 
that’s over and above 
may 


ifter the war... 


inything that private interests 
build eee 

After the war, a majority of the na- 
tion’s banks plan to make home modern- 
zation loans “on their own” without 
the benefit «f the FHA zuarantee. Ac- 
cording to a ABA survey, 7,245 


of 11,843 banks now in the home mod- 


new 


ernization field, or planning to enter 


t, expressed a preference for lending 


without insurance, while 
4.590 
FHA Title I cuarantees. 


Pittsburgh MBA joined with eight 


local groups this month to spon- 


government 


preferred loans supported by 


} 


other 
sor a meeting where members heard dis- 
cussions of subjects important to all in- 
. Detroit MBA 
had to postpone its annual meeting until 
. difficulty of hotel 
modations was the reason... Two 
MBA member firms, Quinlan & Ty- 
son, Inc., Chicago, and Homer War- 
ren & Co., Detroit, have just celebrated 
their 60th anniversaries .. . 

The 
Mahan 
men will make before members of the 
Senate Postwar 
be the 


tereste d in real estate .. 


January accom- 


President 
chair- 


presentation which 


and various committee 
sub-committee of the 
Planning Committee will 


comprehensive ever made by an 


most 

MBA 
group now in process of prepara- 
tion, portions will be published in The 
Uortgage Banker soon... 

MBA member Frederick W. 
Berens, Washington, D. C., chairman 
of the board of the company bearing his 
name, has been appointed MBA na- 
tional councillor to the Chamber of 
Commerce of the U. S. . . . Spokane 
MBA meets in January to elect a new 
slate of officers. 
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What Detroit’s Clearing House for Loan 
Applications Has Done for the Business 


Nearly three years ago the Detroit 
MBA inagurated a clearing house for 
loan applications which reached full ma- 





200 CHICAGO MBA MEMBERS 

HEAR G.I. ACT EXPLAINED 

Nearly 200 attended Chicago MBA’s 
dinner meeting last month to hear 
Charles M. Potter, chief of the VA’s 
home loan guaranty subdivision, ex- 
plain the G. I. Act. The meeting was 
wranged by a special G. I. committee 
headed by Earle Vincent Johnson who 
presided. Other members include Harry 
H. Salk, Herbert F. Philipsborn, T. J. 
Purcell and W. C. Warman. 

Chicago MBA kept 


as well informed on developments af- 


members are 


fecting mortgage lending as any in the 
a tribute to the effi- 
organized 


country which is 
ciency of their excellently 
and operated organization. They came 
prepared with intelligent questions for 
the speaker of the evening; and if a few 
questions remained a little unclear at the 
end, it is but another indication that this 
G. I. program is a pretty complicated 
affair and it is going to take some time 
for lenders to know just exactly where 
they stand on every phase of its opera- 
tion. 





JOHNSON’S SUGGESTIONS 
(Continued from page 3) 

done, it might not be too difficult to 
distinguish this class of cases from the 
regular FHA loans and that the public 
generally would not demand a 4 per 
cent FHA loan but would consider that 
the veterans were entitled to a “break” 
and would be satisfied to pay a little 
more interest than the veteran does. 

Harry A. Fischer, Chicago MBA 
president, thinks the first suggestion is 
absolutely that an amend- 
ment should be sought to accomplish 


sound and 
its objective. 

“As to the second suggestion, I be- 
lieve there is a great deal of merit but 
that these ideas will probably have to be 
explored very carefully before any de- 
finite recommendation is made. There 
are some technical difficulties but it 
should be possible to work them out,” 


he said. 
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turity in 1944 and, judging from past 
experience, has constituted a success- 
ful and constructive chapter activity. 
Originated largely by Roscde C. 
Leach, the back of the clearing 
house has been to it that every 
loan application got a full and compre- 
hearing. As Leach explains, 
prospective borrowers in the past would 


idea 


to see 
hensive 


go to banks, insurance companies and 
other lenders to apply for a loan. If the 
loan met the requirements of the partic- 
ular institution, it was made; if it did 
not, it was refused. In many cases it was 
not fully explained why the application 
was rejected with the result that sharp 
criticism of the institution sometimes 
resulted. 

Sensing the situation, Leach prevailed 
upon chapter members to send these re- 
jected cases to him since his company, 
the Bankers Trust Company, did not 
compete with any of them. In that way 
the applicant got another hearing im- 
mediately. What Leach does is try to 
fit the loan to the lender who he believes 
will make the loan. Sometimes his own 
company makes the loan. 

“Everyone was interested but it took 
time to put it over,” he said. “It re- 
quired a lot of work keeping after them. 
I got of lot of ‘yeses’ but few applica- 
tions. However, after a year and a half, 
the plan began to click and today is 
going along in fine shape.” 

What actually happens is that Leach 
acts as broker in the deal but without a 
charge for the service and does not 
accept a brokerage fee from the lending 
institution making the loan. Of course 
many of the loans that clear through 
him are eventually made by his own in- 
stitution. 

Every institution has its own ideas 
about what is a good loan and what isn’t, 
and because one turns down an applica- 
tion is no final indication that someone 
else might not make the loan. Thus 
through the Detroit MBA clearing 
house, a loan that has been rejected by 
one lender is directed to the institution 
mostly likely to make it. The plan seems 
to be working and might well be studied 
by other chapters. 
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What MBA Members Think About the G.I. 
Legislation and Its Regulations 


By J. ROBERT MILLER 
Director of Research 


NsWERs to the G.I. questionnaire 

sent out as the initial activity of 

the Research Department have 
come in slowly and generally with scant 
information. It would seem from the 
replies that our members still do not un- 
derstand many phases of the regulations. 
Generally speaking, the membership 

is favorable to the regulations as issued. 
Only one out of four answers indicated 
that the member was unfavorably dis- 
posed to the regulations in their present 
Those few their 
listed their objections as fol- 


form. who voiced 
reasons, 
lows: 
A. Interest rate too low. 
B. Duplicate appraisals. 
C. Underwriting procedures too 
loose. 


D. Question 
minimum construction requirement in 


whether there is a 


the building in appraising property. 
E. “Normal 


yossibility of lending now. 
I £ 


value” precludes any 
F. Under Section 501, 50 per cent 
guarantee not enough. Should be 100 
per cent. 
G. Regulations need general clari- 
fication. 


needs re- 


H. Foreclosure process 
vision. 
I. Act contemplates use of existing 


facilities, yet the administrator seems 
bent on setting up his own independent 
organization. 

J. Need for educational 
by the Veterans Administration on Sec- 
tions 501 and 505. 


program 
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Members are uninformed in most 
cases whether these G.I. loans can be 
made in their states without remedial 
legislation. Some lenders are fully in- 
formed as to the law affecting their 
own lending institutions but not at all 
sure of how the law will affect their 
competition. As a follow-up to this sur- 
vey, the Research Department is compil- 
ing the laws of each state that limit the 
purchase of mortgages by banks, trust 


funds, life insurance companies and 

building and loan associations. 
Suggestions made for remedial legis- 

Reasons for the 


paucity of legislative ideas was probably 


lation were very few. 
the result of the confusion even in the 
officials as to whether 
additional legislation would be necessary 


minds of state 


to provide for the purchase of these 
loans by these institutions. Some of those 
ideas expressed are: 

A. Some states will have to revise 
the length of term that a mortgage can 
run. 

B. Some states will have to author- 
ize banks and insurance companies to 
lend on second mortgages. 

C. Few states allow banks or insur- 
ance companies to lend over two-thirds 
of the valuation. 

D. Some provision will probably 
have to be made for minors to make a 
contract. 

E. Savings and loans in some states 


cannot make unsecured 
$500. 
Members indicate almost two to one 


that present-day sales prices will pro- 


loans up to 
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hibit loans being made under a strict 
interpretation of a reasonable, normal, 
longtime value of the property. 

While two out of three members 
have had inquiries concerning the pos- 
sibility of G.I. loans by veterans, some 
have had very little activity as yet among 
those who are anxious to build or buy 
now. Inasmuch as credit reports have 
been obtained on few veterans, members 
were reluctant to indicate the propor- 
tion of cases that would make accept- 
able loans. 

Present indications are that Section 
501 will be the one most used while 
505 will be a close second. 
tion may change considerably when new 
housing is available without war-time 
restrictions of materials. 


This situa- 


Further comments and observations 
will be made as experience is gained by 
lenders under the G.I. regulations. 


CHARLES CHRISTEL NAMED 
ST. LOUIS MBA PRESIDENT 
Charles Christel, vice president, M. 
H. Rodemyer & Co., was elected presi- 
dent of the St. Louis MBA to succeed 
Daniel F. Sheehan. Wm. H. Jaffke, as- 
sistant secretary-treasurer, Tower Grove 
Bank and Trust Company, was named 
vice president and Ralph D’Oench, pres- 
ident, Ralph D’Oench Co. was elected 
secretary. S. R. Kinsella, secretary, Gir- 
aldin Bros. Real Estate Co., was named 
treasurer. Board members elected for 
four-year terms were John H. Arm- 
bruster, president, John H. Armbruster 
& Co.; Fallon O’Leary, manager, 
mortgage loan department, Cornet & 
Zeiberg, Inc.; and James Williams, sec- 
retary treasurer, Public Service Savings 
and Loan The chapter’s 
Christmas party was held in conjunction 
with the annual meeting and Mr. Jaffke 
reports “a grand time was enjoyed by 
all”—which we do not doubt. 


Association. 


FRYER DES MOINES HEAD 

Laird M. Fryer has been elected 
president of the Des Moines MBA to 
succeed W. H. Williams. A. E. Cass 
was elected vice president and Milton 
M. Olson was named secretary and 
treasurer. Chapter members _partici- 
pated in the recent annual meeting of 


the lowa MBA. 








Thinks That G.I. Act Could Be Improved 


Considerably from Lender’s Standpoint 


REATEST activity in the G.I. lend- 
ng program will be under 
to Charles H. Hayes, 
officer of the 
Brooklyn Savings Bank. Mr. 
chairman of MBA’s Mutual 
Advisory Committee 


his views to President Mahan as 


505, 

wccording 
mortgage and real estate 
Haves 1s 
Savings 
Banks and sub- 
mitted 
did the other com- 


Mr. 


points: 


chairmen of various 


mittees studying the program. 


Haves based his opinion on these 
i. The 
FHA will 


yy thei 


| ,] 
entire loan 1s guar inteed. a 


guide the amount of mort- 
primary 


( redit 


ippraisal or the 
1? 
in, Will ject the 


ipprove wr re 


the borrower and will, in the case of 
minimum 
work as it 


\ll these safe guards are de- 


new mstruction, specify 


standards and inspect the 
sses. 

1 LOO per cent loan. 3. The 
this section 


nt and 4 
return 


ill interest rate under 


range between + per ct 


1? ] 
ent, which will illow Tair 


lender and provide a reasonable 


} 
+ 


o the veteran, 


Vir. Haves also believes that the 


Dest 


working basis for both lender and bor- 


»wer would be to 
First, consider re 
der FHA 


} ] ] 
personnel are qualified ’"y experience to 


vriting the Act un- 


’ 
supervision, is this agency s 


formulate ippraisal procedure, set up 


mortgage payment schedules and insur- 


] 
ince programs, and evaluate credit risk. 


Second, consider the possibility of es- 


one fully-guaranteed loan un- 


tablishing 


der 505 to eliminate the 


t 


time-wasting 


detail involved in setting up both the 


guaranteed primary ind = secondary 
loans. 

[‘hird, standardize the appraisal fee 
to reduce the cost to the veteran to a 


minimum. 
Fourth, the forms could be simplified 

ind much detail eliminated, especially in 

ind. 1803. 


eliminated en- 


connection with forms 1802 


Possibly, 1803 could be 
1? 
all required: in- 


under 505, and 


tirely 
formation taken from FHA forms and 
transmitted to the VA or to any other 
agency. By eliminating the 


to the 


ntereste d 


dual ippraisal ree, the cost vet- 


8 


eran of obtaining a commitment would 
be reduced approximately 50 per cent. 
\ large amount of duplicate work could 
be avoided in processing and approving 
loans. 

The unfavorable features of the pro- 
gram, as Mr. Hayes and his group sees 
them, are: 


1. Many 


ind further amendment. 


sections need clarification 
Possibly the 


entire act should be rewritten. 


) 


Foreclosure procedure under both 


501 and 505 must be clarified. 


3. Definite instructions should be is- 
sued with reference to the application of 
idvance received 


partial or payments 


under 505. 
4+. There is a fear that 


n the present +'% per cent rate on FHA 


a reduction 


loans might be forced as a result of the 
new type loan, and it is felt that a lower 
rate than 4 per cent might be unat- 
ictive or unprofitable when acquisition 
sts, servicing fee, operating « xpense, 
etc., are deducted. 
3 The procedure necessary to ob- 
tain a loan is burdensome and compli- 
cated and involves a fairly substantial 
cost to the veteran in order to determine 
whether or not his application will be 


approve d. 


J. FULTON MURRAY NAMED 
PRESIDENT OF DALLAS MBA 
J. Fulton Murray, The Murray In- 


vestment Company, has been elected 
president of the Dallas MBA to succeed 
Frank Garrott. Paul Crum of M. P. 
Crum & Co. was elected vice president 
and Jeff Proctor of the General Amer- 
can Life, was named secretary. Their 
terms of office began January Ist. Ac- 
cording to Mr. Garrott, chapter mem- 
bers report some excessive loans and ap- 
Evy- 
cooperate to the 
fullest extent in the G.I. program but 
that 


praisals being made in their area, 


eryone 1s anxious to 


one criticism has been reasonable 
normal value, under existing conditions, 
is at market 
value, he said. Garrott reports difficulty 


in getting FHA appraisers to make their 


such wide variance with 
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valuations high enough so that lenders 
can compete with the building and loans 
who do not make FHA’s. 

Another development in Dallas is the 
resignation of George Nicoud as assist- 
ant cashier of the Dallas National Bank 
to become regional loan representative 
of the Mutual Life of New York in the 
southwest area. Mr. Nicoud. is the re- 
tiring secretary of the Dallas MBA. 


E. R. HALEY ELECTED NEW 
PRESIDENT OF IOWA MBA 
E. R. Haley, vice president, General 
Mortgage Corp., Des Moines 
elected president of the Iowa MBA at 
the chapter’s annual meeting to succeed 
Fred H. Quiner. J. R. Astley, vice pres- 
ident, Valley Bank, Des 
Moines, was elected vice president. W. 
H. Williams, Jester & Sons, Des Moines, 


and treasurer. 


was 


Savings 


was reelected secretary 

Governors elected include Mr. Quin- 
ef, ©. 8 Roe, Sioux City : V. El Peter- 
son, Marshalltown; John Leavitt, 
Cedar Falls; and John McGill, Des 
Moines. 

The chapter has amended its by- 
laws to provide for the election each 
vear of six new regional vice presidents. 
The first group elected includes M. C. 
Eidsmoe, Sioux City " northwest section; 
Fulton F. Potter, Mason City, north 
central section; WwW. W. Beal, Water- 
loo, northeast section; B. A. Gronstal, 
Council Bluffs, southwest section; W. 
B. Griffin, Jr., Fairfield, south central 
section; and C. C. Hakes, Muscatine, 


southeast section. 


Among the speakers at the annual 
meeting was President Mahan. A 
tion of his remarks will appear in the 
next Local Chapter News. 

Holger Holm, FHA director for 
Iowa and Nebraska, spoke on FHA and 
Frank C. Pielsticker, FHA chief under- 
writer in Iowa, spoke on the agency’s 
policies in a period of inflation. Chilton 
Bennett, vice president, Drake Univer- 
sity, spoke on international relations af- 


por- 


ter peace is achieved and Earl Liggett, 
chief appraiser, Federal Land Bank, 
spoke on Amos B. 
Emery, Des Moines architect, spoke on 
postwar housing. Retiring president 


Fred H. Quiner discussed the G.I. Bill. 


farm appraisals. 
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